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1. CECIL TOLD EMBASSY OFFICER OCTOBER 17 THAT HE HELD FRUIT- 
FUL CONVERSATION WITH MINES MINISTRY OFFICIAL DR. CESAR DELGADO 
EARLIER SAME MORNING. DELGADO AGREED TO GULF SUGGESTION THAT BOTH 
SIDES INDEPENDENTLY EVALUATE ALL ASSETS OF THE COMPANY, AND 

THEN COMPARE THEIR FIGURES AS SOON AS POSSIBLE. DELGADO 
ALSO STATED THAT AFTER THE MINES MINISTRY AND GULF REACH AN 
UNOFFICIAL, INFORMAL UNDERSTANDING IT WOULD THEN BE RATIFIED 
BY THE PERUVIAN JUDGE IN ACCORDANCE WITH THE EXPROPRIATION 
DECREE. (THIS MEETS GULF'S DESIRE TO WORK OUT THE FIGURES 
WITH TECHNICAL EXPERTS RATHER THAN HAVING TO DEAL DIRECTLY 
WITH A PERUVIAN JUDGE ON THE QUESTION OF EVALUATING THE ASSETS.) 

2. CECIL SAID THAT DELGADO REITERATED HIS INTEREST IN A NEGO- 
TIATED SOLUTION, AND NOTED SPECIALLY THAT THE GOP WISHED TO 
AVOID "IMAGE PROBLEMS" ABROAD BECAUSE OF THE GULF EXPROPRIATION. 
CECIL SAID HE ASSUMED THAT DELGADO HAD RECIEVED IN- 
STRUCTIONS FOLLOWING THE CABINET MEETING ON TUESDAY TO TAKE 
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DELGADO AND CECIL BOTH WERE IN ACCORD THAT NET BOOK BALUE 
WOULD BE USED TO CALCULATE THE VALUE OF THE ASSETS TO BE 
COMPENSATED. CECIL PERSONALLY ESTIMATES THAT THIS FIGURE 
MAY BE IN THE RANGE OF $1.5 TO $1.6 MILLION. 

3. CECIL ASKED DELGADO ABOUT GULFS INTEREST IN RECEIVING 
COMPENSATION FOR EARNINGS LOST AS A RESULT OF CANCELLATION 

OF THE SALES CONTRACT. DELGADO SAID HE PREFERRED TO DISCUSS THIS 
POINT AT A LATER DATE. CECIL TOLD US THAT GULF HAD BEEN 
EARNING APPROXIMATELY $300,000 ANNUALLY ON THE CONTRACT 
AND SINCE IT HAD THREE YEARS TO RUN. GULF IS OF THE OPINION 
THAT IT SHOULD BE COMPENSATED APPROXIMATELY $1 MILLION FOR 
THIS LOST REVENUE. CECIL ALSO NOTED, HOWEVER, THAT PRIOR 
TO EXPROPRIATION, GULF HAD OPENED NEGOTIATIONS WITH PETRO- 
PERU TO CANCEL THE CONTRACT. EMBASSY OFFICER ASKED CECIL 
IF HE BELIEVED THAT GOP WOULD BE WILLING TO PAY COMPENSA- 
TION FOR CONTRACT GULF HAD ALREADY EXPRESSED INTEREST IN 
CANCELLING. CECIL SAID HE COULD NOT COMMENT AT THIS TIME 
ON WHETHER GULF HEADQUARTERS WOULD INSIST ON COMPENSATION 
AND AGREED WITH EMBASSY OFFICER S OVSERVATION THAT THERE 
WERE MANY FORMS COMPENSATION COULD TAKE SO THAT SOME ARRANGE- 
MENT COULD PROBABLY BE NEGOTIATED. 

4. COMMENT: DELGADO'S CANDID AND CONSTRUCTIVE ATTI- 
TUDE INDICATES THAT GOP HAS FOCUSED ON THIS ISSUE, 

AND APPEARS WILLING TO WROK TOWARD A MUTUAL SETTLEMENT 
TO BHE BENEFIT OF BOTH PARTIES. CECIL PLANS TO RETURN 
TO LIMA IN ABOUT TEN DAYS TO MEET AGAIN WITH DELGADO 
WHO WILL BE OUT OF THE COUNTRY NEXT WEEK. AT THAT TIME, 

IT IS PLANNED THAT BOTH SIDES WILL PRESENT THEIR FIGURES 
FOR COMPARISON. CECIL SAID HE WAS VERY PLEASED WITH 
THE WAY MATTER IS PROGRESSING. 

DEAN 
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